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January 1, 2013, and June 21, 2009, respectively. 78 Fed. Reg. 
52100 (Aug. 22, 2013).
 FEDERAL ESTATE
AND GIFT TAxATION
 ALLOCATION OF BASIS FOR DEATHS IN 2010. The 
decedent died in 2010 and the executor retained a professional to 
advise	on	estate	tax	matters	including	the	necessity	to	file	a	Form	
8939, Allocation of Increase in Basis for Property Acquired from 
a Decedent. The accountant prepared the From 8939 but failed 
to	file	the	form	before	January	17,	2012.		The	estate	requested	an	
extension	of	time	pursuant	to	Treas.	Reg.	§	301.9100-3	to	file	the	
Form 8939 to make the I.R.C. § 1022 election and to allocate basis 
provided by I.R.C. § 1022 to eligible property transferred as a result 
of	the	decedent’s	death.	Notice 2011-66, 2011-2 C.B. 184 section 
I.D.1, provides that the IRS will not grant extensions of time to 
file	a	Form	8939	and	will	not	accept	a	Form	8939	filed	after	the	
due date except in four limited circumstances provided in section 
I.D.2: “Fourth, an executor may apply for relief under § 301.9100-3 
in	the	form	of	an	extension	of	the	time	in	which	to	file	the	Form	
8939 (thus, making the Section 1022 election and the allocation of 
basis increase), which relief may be granted if the requirements of 
§	301.9100-3	are	satisfied.	The	IRS	granted	an	extension	of	time	
to	file	the	election.	Ltr. Rul. 201334005, May 7, 2013.
 DISCLAIMERS. The taxpayer was the remainder income 
beneficiary	of	four	trusts	in	which	the	income	beneficiary	was	still	
alive.	The	taxpayer	filed	a	written	disclaimer	of	the	interests	in	the	
trust valid under state law within nine months after learning about 
the interests in the trusts. The IRS ruled that the disclaimers were 
made within a reasonable time and would not create taxable gifts. 
Ltr. Rul. 201334001, April 17, 2013.  
 ESTATE REPRESENTATIVES. In a Chief Counsel Advice 




decedent	without	filing	Form	1310,	Statement of Person Claiming 
Refund Due a Deceased Taxpayer, so long as no credit or refund 
was claimed. A similar result applied for an executor of a decedent 
who died testate and had transferred all of the assets to a revocable 
trust for which the executor served as co-trustee. The executor could 
file	returns	for	the	decedent	without	filing	Form	1310	so	long	as	no	
refund was claimed. In the third scenario, an attorney-in-fact for 
the	decedent	filed	an	assessment	expiration	date	extension	after	the	
death of the decedent but before the attorney-in-fact learned about 
the	decedent’s	death.	The	IRS	stated	the	extension	was	valid	but	
the power of attorney expired at the date of the decedent, requiring 
a	personal	 representative	of	 the	estate	 to	file	proof	of	 authority	




  EARNED INCOME CREDIT. The debtors, three individuals 
who	each	filed	a	separate	bankruptcy	case,	claimed	a	portion	of	their	
federal and state income tax refunds as exempt under Kan. Stat. 
§ 60-2315 for the portion related to the earned income tax credit 
allowed under Kansas and federal tax law. The trustee challenged 
the exemptions as unconstitutional under the Supremacy Clause 
of the U.S. Constitution and inconsistent with other portions of 
the Bankruptcy Code. The Bankruptcy Court held that, under 
the opt-out provision of the Bankruptcy Code, Kansas had the 
authority	to	create	exemptions	for	specific	parts	of	the	bankruptcy	
estate, including state and federal tax credits. The appellate court 
affirmed.	In re Lea, 2013-2 u.S. Tax Cas. (CCH) ¶ 50,481 (D. 
kan. 2013), aff’g sub. nom., In re Earned Income Tax Credit 
Exemption Constitutional Cases, 2012-2 u.S. Tax Cas. (CCH) 
¶ 50,502 (Bankr. D. kan. 2012).
FEDERAL FARM
PROGRAMS
 CROP INSuRANCE.  The FCIC has issued proposed 
regulations adding a provision to its regulations that provides forage 
seed insurance. The provisions will be used in conjunction with 
the common crop insurance policy basic provisions, which contain 
standard terms and conditions common to most crop programs. The 
intended effect of this action is to convert the forage seed pilot crop 
insurance program to a permanent insurance program for the 2015 
and succeeding crop years. 78 Fed. Reg. 53370 (Aug. 29, 2013).
 ORGANIC FOOD. The AMS has issued a proposed rule which 
would	amend	the	USDA’s	National	List	of	Allowed	and	Prohibited	
Substances	to	reflect	recommendations	submitted	to	the	Secretary	
of Agriculture by the National Organic Standards Board on May 
25, 2012 and October 18, 2012. The recommendations addressed 
in this proposed rule pertain to establishing exemptions (uses) 
for one substance in organic crop production and two substances 
in organic processing. Consistent with the recommendations 
from the NOSB, the proposed rule would add the following 
substances, along with any restrictive annotations, to the National 
List:	biodegradable	biobased	mulch	film;	Citrus	hystrix,	 leaves	
and fruit; and curry leaves (Murraya koenigii). This action also 
proposes	a	new	definition	for	biodegradable	biobased	mulch	film.	
The proposed rule would also remove two listings for nonorganic 
agricultural products on the National List, hops (Humulus lupulus) 
and	unmodified	 rice	starch,	as	 their	use	exemptions	expired	on	
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through a court order or letters testamentary. Without such proof, 
the	IRS	would	be	required	to	issue	a	notice	of	deficiency	to	validate	
any assessment. CCA 201334040, June 19, 2013.
 REFuND. An amended opinion and order, without change in the 
result, has been issued in the following case. Upon the death of the 
decedent, the surviving spouse was named personal representative 
and	hired	a	CPA	to	prepare	the	estate’s	federal	estate	return.	The	
CPA advised the representative that over $600,000 in federal taxes 
were	owed	but	 that	only	$170,000	was	needed	 to	pay	 the	first	
installment of the federal estate tax due since the estate would 
elect to pay the estate tax in installments over 10-years (following 
five	years	 of	 interest	 only	 being	paid).	The	 estate	filed	 for	 an	
extension	of	time	to	file	the	estate	tax	return	and	included	a	check	
for $170,000 but did not include a letter designating the payment 
as a deposit, as provided by Rev. Proc. 2005-18, 2005-1 C.B. 789. 
The	estate	eventually	filed	a	return	in	February	2010,	more	than	
three years after the due date under the extension and showing 
no estate taxes due. An IRS audit resulted in a determination that 
$25,000 in taxes were owed but the $170,000 payment covered 
those	taxes.	The	estate	filed	for	a	refund	of	the	excess	paid	but	
the	refund	claim	was	denied	because	it	was	filed	more	than	three	
years after the original extended due date for the return. Because 
the	estate	did	not	file	a	letter	designating	the	$170,000	as	a	deposit,	
the court looked at the intent of the estate in making the payment. 
The	CPA	did	not	file	any	affidavit	of	intent	so	the	court	looked	
at the circumstances surrounding the payment and found that the 
CPA and estate intended the payment to be a partial payment of 
the $600,000 anticipated taxes. The court held that the  excess 
payment was not refundable. Syring v. united States, 2013-2 
u.S. Tax Cas. (CCH) ¶ 50,469 (W.D. Wis. 2013).
 TRuSTS. The decedent had created a trust which became 
irrevocable	upon	the	decedent’s	death	 in	2010	and	was	funded	
from the residuary estate.  The trust was intended to be a charitable 
remainder	trust	but	the	trustee	and	beneficiaries	sought	amendment	
of	 the	 trust	 to	 resolve	 issues	which	may	have	disqualified	 the	
trust as a charitable remainder unitrust. One issue arose from 
the fact that the decedent died in 2010 when the estate tax was 
temporarily repealed and one share of the trust was to consist 
of	a	sum	of	money	equal	to	the	unified	credit	exclusion	amount	
provided	under	law	at	the	time	of	the	settlor’s	death.	The	trust	was	
amended to remove this provision and amend other provisions to 
comply with the charitable remainder unitrust rules. The IRS ruled 
that	the	amendment	of	the	trust	provisions	constituted	a	qualified	
reformation	of	the	trust	and	that	the	reformed	trust	qualified	for	
the charitable deduction. Ltr. Rul. 201333006, April 11, 2013.
FEDERAL INCOME
TAxATION
 CHARITABLE DEDuCTION. In a Chief Counsel Advice 
letter the IRS discussed the valuation of perpetual conservation 
restrictions, or conservation easements, and application of the 
contiguous parcel rule and the enhancement rule found in 
Treas. Reg. § 1.170A-14(h)(3)(i).  Under the contiguous parcel 
rule, in the case of a charitable contribution of a conservation 
easement covering a portion of contiguous property owned by 
the	donor,	the	donor’s	family,	or	a	related	entity,	the	amount	of	
the deduction is the difference between the fair market value 
of the entire contiguous parcel of property before and after 
the granting of the easement.  Under the enhancement rule, 
if the granting of a conservation easement increases the value 
of any other property owned by the donor or a related person, 
the amount of the deduction must be reduced by the amount 
of the increase in the value of the other property, whether or 
not that other property is contiguous.  If the taxpayer or the 
taxpayer’s	family	owns	a	property	which	is	not	contiguous	to	
the conservation easement parcel but which has an enhanced 
value, the change in value of the non-contiguous parcel must 
also be included with the contiguous parcels. If a contiguous 
parcel is owned by a disregarded entity owned by the taxpayer, 
then the contiguous parcel is treated as owned by the taxpayer. 
If the disregarded entity is owned by a family member, the 
parcel owned by the entity must be included in the value of the 
property for which the conservation easement is granted. If the 
entity is a separate entity but wholly-owned by the taxpayer 
or	the	taxpayer’s	family,	the	entity	is	a	related	person	and	the	
contiguous property and enhanced property rules apply to 
properties owned by the donor and the entity. The IRS stated 
that the related person rules of I.R.C. § 267 govern as to whether 
property owned by a donor and property owned by a separate 
entity, such as a partnership, or entity taxed as a partnership, 
are subject to the contiguous parcel rule and the enhancement 
rule. CCA 201334039, July 25, 2013.
 DEPENDENTS. The taxpayer lived with a woman, that 
woman’s	 parent	 and	 the	woman’s	 two	minor	 children.	The	




the entire tax year; therefore, the taxpayer was entitled to claim 
the	woman’s	parent	as	a	dependent	on	the	taxpayer’s	tax	return.	
The taxpayer claimed the earned income tax credit, child tax 
credit	and	additional	child	tax	credit	for	one	of	the	woman’s	
children. The court held that the taxpayer was not entitled to 
any of the credits because the child was not a qualifying child 
under I.R.C. § 152(c). Edge v. Comm’r, T.C. Summary Op. 
2013-68.
 DISASTER LOSSES.  On July 18, 2013, the President 
determined that certain areas in Missouri are eligible for 
assistance from the government under the Disaster Relief and 
Emergency Assistance Act (42 U.S.C. § 5121) as a result of 
severe	 storms,	 tornadoes	and	flooding	which	began	on	May	
29, 2013. FEMA-4130-DR. On July 25, 2012, the President 
determined that certain areas in Minnesota are eligible for 
assistance from the government under the Act as a result of 
severe	 storms	 and	flooding	which	began	on	 June	20,	 2013.	
FEMA-4131-DR.  On July 26, 2013, the President determined 
that certain areas in West Virginia are eligible for assistance 
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from the government under the Act as a result of severe storms 
and	flooding	which	began	on	June	13,	2013.	FEMA-4132-DR. 
On July 26, 2013, the President determined that certain areas 
in Colorado are eligible for assistance from the government 
under the Act as a result of the Royal Gorge Fire which began 
on June 11, 2013. FEMA-4133-DR. On July 26, 2013, the 
President determined that certain areas in Colorado are eligible 
for assistance from the government under the Act as a result of 
the Black Forest Fire which began on June 11, 2013. FEMA-
4134-DR.  On July 31, 2013, the President determined that certain 
areas in Iowa are eligible for assistance from the government 
under the Act as	a	result	of	severe	storms	and	flooding	which	
began on June 21, 2013. FEMA-4135-DR. On August 2, 2013, 
the President determined that certain areas in Texas are eligible 
for assistance from the government under the Act as a result of an 
explosion which occurred on April 17, 2013. FEMA-4136-DR. 
On August 2, 2013, the President determined that certain areas 
in South Dakota are eligible for assistance from the government 
under the Act as	a	result	of	severe	storms	and	flooding	which	
began on June 19, 2013. FEMA-4137-DR.  On August 2, 2013, 
the President determined that certain areas in Florida are eligible 
for assistance from the government under the Act as a result of 
severe	storms	and	flooding	which	began	on	July	2,	2013.	FEMA-
4138-DR.   On August 2, 2013, the President determined that 
certain areas in New Hampshire are eligible for assistance from 
the government under the Act as a result of severe storms and 
flooding	which	began	on	June	26,	2013.	FEMA-4139-DR. On 
August 2, 2013, the President determined that certain areas in 
Vermont are eligible for assistance from the government under 
the Act as	a	result	of	severe	storms	and	flooding	which	began	
on June 25, 2013. FEMA-4140-DR.  On August 8, 2013, the 
President determined that certain areas in Wisconsin are eligible 
for assistance from the government under the Act as a result 
of	severe	storms	and	flooding	which	began	on	June	20,	2013.	
FEMA-4141-DR. Accordingly, taxpayers in the areas may deduct 
the losses on their 2012 federal income tax returns. See I.R.C. § 
165(i).
 EMPLOyMENT ExPENSES. On Schedule A, Itemized 
Deductions, attached to the return, the taxpayer, who worked as a 
registered nurse, claimed deductions for job expenses, including 
union dues; uniform and dry cleaning expenses; journals, 
magazines and books; and stethoscopes. The court allowed 
the deductions for union dues and a portion of the uniform and 
stethoscope expenses supported by receipts but disallowed the 
deductions for the journals, magazines and books because the 
receipts did not identify the publications purchased. Golit v. 
Comm’r, T.C. Memo. 2013-191.
 The taxpayer was a journeyman meat cutter at a grocery 
store chain. The taxpayer traveled to various stores within a 
state	 to	meet	 the	 staffing	needs	of	 the	meat	departments.	The	
taxpayer	considered	one	store	to	be	the	taxpayer’s	home	store	
but the taxpayer worked at that store only nine days in one 
year.  Although the taxpayer submitted travel expense reports 
for reimbursements from the employer, only some of the travel 
expenses were reimbursed. The taxpayer maintained travel logs 
used to submit the mileage expense reimbursement claims.  The 
taxpayer claimed deductions for unreimbursed travel to the stores 
not	considered	the	taxpayer’s	home	store.	The	court	upheld	the	
IRS disallowance of most of the travel expenses because the 
travel	was	 between	 the	 taxpayer’s	 residence	 and	 temporary	
work locations. The court found that the taxpayer did not have 
a regular work location.  Bogarin v. Comm’r, T.C. Summary 
Op. 2013-67.
 FILING STATuS. In a Chief Counsel Advice letter, the IRS 
discussed	whether	 a	married	 taxpayer	 can	file	 a	 tax	 return	 as	
a	 head	of	 a	 household	 for	 years	 during	which	 the	 taxpayer’s	
spouse	was	living	apart	from	the	taxpayer	due	to	the	spouse’s	
employment	situation.	The	taxpayer	and	the	taxpayer’s	spouse	
were never legally separated and did not intend to live apart 
permanently.	The	 IRS	 stated	 that	 a	 spouse’s	 nonpermanent	
failure	to	occupy	the	taxpayer’s	household	by	reason	of	illness,	
education, business, vacation, or military service is considered 
a mere temporary absence due to special circumstances and 
does	not	allow	the	taxpayer	to	file	as	head	of	household.	CCA 
201334041, Aug. 6, 2013.
 FOREIGN ACCOuNTS. The IRS has opened a new online 
registration	system	for	financial	institutions	that	need	to	register	
under the Foreign Account Tax Compliance Act (FATCA). 
http://www.irs.gov/uac/Newsroom/IRS-Opens-Online-FATCA-
Registration-System IR 2013-34.
 HEALTH INSuRANCE. The IRS has issued proposed 
regulations providing guidance on the tax credit available to 
certain small employers that offer health insurance coverage 
to their employees under I.R.C. § 45R, enacted by the Patient 
Protection and Affordable Care Act. The proposed regulations 
generally incorporate the provisions of Notice 2010-44, 2010-1 
C.B. 717 and Notice 2010-82, 2010-2 C.B. 857	but	modified	to	
reflect	the	differences	between	the	statutory	provisions	applicable	
to years before 2014 and those applicable to years after 2013. 78 
Fed. Reg. 52719 (Aug. 26, 2013).
 HOME OFFICE. The taxpayers, husband and wife, 
owned a consulting business which provided services in sales 
development, market development, product development, and 
advice on market conditions. The business had one main client but 
the taxpayers traveled extensively in a motor home, sometimes 
near	a	client’s	location	but	most	often	near	the	homes	of	their	three	
children. The taxpayers claimed various business deductions for 
the motor home, including mileage and depreciation.  However, 
the taxpayers provided little in contemporaneous written records 
of the business purpose of the various expenses related to the 
motor home. The court did allow an interest deduction for the 
interest	on	the	loan	used	to	acquire	the	motor	home	as	qualified	
residence interest because the taxpayers used the motor home as 
their residence for  more than 14 days each year. A deduction for 
the cost of a computer was disallowed because the taxpayers did 
not make the I.R.C. § 179 expense method depreciation election. 
Dunford v. Comm’r, T.C. Memo. 2013-189.  
 INNOCENT SPOuSE RELIEF. The taxpayer and former 
spouse	had	filed	joint	returns	for	tax	years	in	which	the	couple	
were still married. The spouse prepared the returns with false 
information on them. The taxpayer had an opportunity to review 
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the	first	 return	but	not	 the	second;	however,	 the	 taxpayer	did	
not	review	the	first	return.	The	court	upheld	the	IRS’s	denial	of	
innocent	spouse	relief	for	the	first	tax	year	because	the	taxpayer	
had an opportunity to review the return but did not. The court 
held that the taxpayer was entitled to innocent spouse relief as 
to the second tax year because the taxpayer had  no opportunity 
to review the return and most of the disallowed items pertained 
to	the	spouse’s	income.		kellam v. Comm’r, T.C. Memo. 2013-
186.
 LIkE-kIND ExCHANGES. In a Chief Counsel Advice 
letter, the IRS stated, “A taxpayer can replace livestock with 
‘other	property	…	used	for	farming’	under	section	1033(f),	if	
replacing	the	livestock	with	‘property	similar	or	related	in	use’	
is not feasible due to weather-related conditions or environment 
contamination.	A	taxpayer	can’t	replace	livestock	with	‘other	
property	…	used	for	farming’	because	of	market	conditions,	for	
example.” CCA 201333010, May 16, 2013; CCA 201333011, 
May 17, 2013.
 PASSIVE ACTIVITy LOSSES. The taxpayers, husband 
and wife, owned a residential rental property which was offered 
for rent continuously but was not rented for large portions of 
the tax years involved, resulting in substantial losses. The wife 
managed the property and claimed to have spent more than 
750 hours managing the property, but the wife produced no 
contemporaneous log of the activities and only generalized 
testimony. The court held that, given the lack of written evidence 
and the long periods of no rent from the property, the taxpayers 
failed to demonstrate that the wife spent more than 750 hours per 
year managing the property; therefore, the taxpayers were not 
entitled to deduct the losses from the activity.  Terry v. Comm’r, 
T.C. Summary Op. 2013-69.
 PAyMENT OF TAxES. The IRS has published information 
about calculating tax withholding and estimated payments. 
Wages and Income Tax Withholding.  New Job.			A	taxpayer’s	
employer will ask employees to complete a Form W-4, 
Employee’s Withholding Allowance Certificate. Taxpayers should 
complete	it	accurately	to	figure	the	amount	of	federal	income	tax	
to withhold from their paychecks. Life Event.  Taxpayers should 
change their Form W-4 when certain life events take place, such 
as a change in marital status, birth of a child, getting or losing 
a job, or purchasing a home which can change the amount of 
taxes a taxpayer owes. Taxpayers can typically submit a new 
Form W–4 anytime. IRS Withholding Calculator.  This handy 
online	tool	will	help	taxpayers	figure	the	correct	amount	of	tax	
to withhold based on their situation. If a change is necessary, 
the tool will help the taxpayer complete a new Form W-4.  Self-
Employment and Other Income. Estimated tax.  Payment of 
quarterly estimated taxes is how taxpayers pay tax on income 
that is not subject to withholding. Examples include income 
from self-employment, interest, dividends, alimony, rent and 
gains from the sale of assets. Taxpayers also may need to pay 
estimated tax if the amount of income tax withheld from their 
wages, pension or other income is not enough. If a taxpayer 
expects to owe a thousand dollars or more in taxes and meets 
other conditions, the taxpayer may need to make estimated 
tax	payments		and	file	Form 1040-ES.  Taxpayers can use the 
worksheet in Form 1040-ES, Estimated Tax for Individuals, to 
find	out	if	they	need	to	pay	estimated	taxes	on	a	quarterly	basis.	
Change in Estimated Tax.  After a taxpayer makes an estimated 
tax	payment,	some	life	events	or	financial	changes	may	affect	their	
future payments. Changes in income, adjustments, deductions, 
credits or exemptions may make it necessary for taxpayers to 
refigure	 their	estimated	 tax.	Additional Medicare Tax.  A new 
additional medicare tax went into effect on Jan. 1, 2013. The 
0.9	percent	 additional	medicare	 tax	 applies	 to	 an	 individual’s	
wages, Railroad Retirement Tax Act compensation and self-
employment income that exceeds a threshold amount based 
on	the	individual’s	filing	status.	For	additional	information	on	
the additional medicare tax, see the IRS questions and answers 
web page, http://www.irs.gov/Businesses/Small-Businesses-
&-Self-Employed/Questions-and-Answers-for-the-Additional-
Medicare-Tax. Net Investment Income Tax.  A new net investment 
income tax went into effect on Jan. 1, 2013. The 3.8 percent net 
investment income tax applies to individuals, estates and trusts 
that have certain investment income above certain threshold 
amounts. For additional information on the net investment income 
tax, see the IRS questions and answers web page, http://www.
irs.gov/uac/Newsroom/Net-Investment-Income-Tax-FAQs. See 
Publication 505, Tax Withholding and Estimated Tax. See also 
Harl, “Proposed Regulations for the Unearned Income Medicare 
Tax,” 24 Agric. L. Dig. 1 (2013). IRS Summertime Tax Tip 
2013-25.
 RETuRNS. The IRS has ruled that same-sex couples, legally 
married in jurisdictions that recognize their marriages, will be 
treated as married for federal tax purposes. The ruling applies 
regardless of whether the couple lives in a jurisdiction that 
recognizes same-sex marriage or a jurisdiction that does not 
recognize same-sex marriage. Legally-married same-sex couples 
generally	must	file	 their	2013	federal	 income	tax	return	using	
either	the	married	filing	jointly	or	married	filing	separately	filing	
status. Individuals who were in same-sex marriages may, but are 
not	required	to,	file	original	or	amended	returns	choosing	to	be	
treated as married for federal tax purposes for one or more prior 
tax years still open under the statute of limitations. Generally, 
the	statute	of	limitations	for	filing	a	refund	claim	is	three	years	
from	the	date	the	return	was	filed	or	two	years	from	the	date	the	
tax was paid, whichever is later. As a result, refund claims can 
still	be	filed	for	 tax	years	2010,	2011	and	2012.	Treasury	and	
the IRS stated that they intend to issue streamlined procedures 
for	employers	who	wish	to	file	refund	claims	for	payroll	taxes	
paid	 on	previously-taxed	health	 insurance	 and	 fringe	benefits	
provided to same-sex spouses. Treasury and IRS also intend to 
issue	further	guidance	on	cafeteria	plans	and	on	how	qualified	
retirement plans and other tax-favored arrangements should treat 
same-sex spouses for periods before the effective date of this 
Revenue Ruling. Rev. Rul. 2013-17, I.R.B. 2013-__.
 S CORPORATIONS
 ELECTIONS. The IRS has issued a revenue procedure which 
facilitates the grant of relief to taxpayers that request relief to 
make late S corporation elections, Electing Small Business Trust 
($500,000 on a joint return). This excluded gain is also not subject 
to the new net investment income tax, which is effective in 2013. 
If a taxpayer can exclude all of the gain, the taxpayer probably 
does not need to report the sale of the home on the tax return. If 
a taxpayer cannot exclude all of the gain, or the taxpayer chooses 
not to exclude it, the taxpayer will need to report the sale of the 
home on the tax return. The taxpayer will also have to report the 
sale if the taxpayer received a Form 1099-S, Proceeds From Real 
Estate Transactions.	If	a	taxpayer	uses	IRS	e-file	to	prepare	and	
file	the	2013	tax	return	next	year,	the	e-file	software	will	do	most	
of the work for the taxpayer. If a taxpayer prepares a paper return, 
use the worksheets in Publication 523, Selling Your Home, to 
figure	the	gain	(or	loss)	on	the	sale.	The	booklet	also	will	help	the	
taxpayer determine how much of the gain the taxpayer can exclude. 
Generally, a taxpayer can exclude a gain from the sale of only one 
principal residence per two-year period. If the taxpayer has more 
than one home, the taxpayer can exclude a gain only from the sale 
of the principal residence. The taxpayer must pay tax on the gain 
from selling any other home. If a taxpayer has two homes and 
live	in	both	of	them,	the	taxpayer’s	principal	residence	is	usually	
the one the taxpayer lives in most of the time. Special rules may 
apply when a taxpayer sells a home for which the taxpayer received 
the	first-time	homebuyer	credit.	See	Publication	523	for	details.	
Taxpayers cannot deduct a loss from the sale of the principal 
residence. When a taxpayer sells a home and moves, the taxpayer 
should	be	sure	to	update	the	taxpayer’s	address	with	the	IRS	and	
the U.S. Postal Service. File Form 8822, Change of Address, to 
notify the IRS. For more information on this topic, see Publication 
523. IRS Summertime Tax Tip 2013-24.
FARM ESTATE AND 
BuSINESS PLANNING
by Neil E. Harl
NEW 17th Edition, May 2013!
 The Agricultural Law Press is honored to publish the revised 
17th	Edition	of	Dr.	Neil	E.	Harl’s	 excellent	 guide	 for	 farmers	
and ranchers who want to make the most of the state and federal 
income and estate tax laws to assure the least expensive and 
most	 efficient	 transfer	 of	 their	 estates	 to	 their	 children	 and	
heirs.  The 17th Edition includes all new income and estate tax 
developments from the 2012 tax legislation.
	 We	also	offer	a	PDF	computer	file	version	for	computer	and	
tablet use at $25.00.
 Print and digital copies can be ordered directly from the Press 
by sending a check for $35 (print version) or $25 (PDF version) to 
Agricultural Law Press, 127 Young Rd., Kelso, WA 98626. Please 
include your e-mail address if ordering the PDF version and the 
digital	file	will	be	e-mailed	to	you.
 Credit card purchases can be made online at www.agrilawpress.
com or by calling Robert at 360-200-5666 in Kelso, WA.
 For more information, contact robert@agrilawpress.com.
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(ESBT)	elections,	Qualified	Subchapter	S	Trust	(QSST)	elections,	
Qualified	 Subchapter	 S	 Subsidiary	 (QSub)	 elections,	 and	 late	
corporate	classification	elections	which	the	taxpayer	intended	to	
take effect on the same date that the taxpayer intended that an S 
corporation election for the entity should take effect. The revenue 
procedure	provides	the	exclusive	simplified	methods	for	taxpayers	
to request relief for late S corporation elections, ESBT elections, 
QSST	elections,	QSub	elections,	and	late	corporate	classification	
elections which the taxpayer intended to take effect on the same 
date that the taxpayer intended that an S corporation election for 
the entity should take effect.  The relief provided in this revenue 
procedure was previously provided in numerous other revenue 
procedures.	This	revenue	procedure	modifies	and	supersedes	Rev. 
Proc. 2003-43, 2003-1 C.B. 998; Rev. Proc. 2004-48, 2004-2 
C.B. 172; and Rev. Proc. 2007-62, 2007-2 C.B. 786. The revenue 
procedure also incorporates certain relief provisions included in 
Rev. Proc. 97-48, 1997- 2 C.B. 521; supersedes the relief provided 
in Situation 1 of Rev. Proc. 97-48, 1997-2 C.B. 521; and obsoletes 
the relief provided in Situation 2 of Rev. Proc. 97-48. The revenue 
procedure incorporates certain relief provisions included in Rev. 
Proc. 2004-49, 2004-2 C.B. 210,	and	modifies	and	supersedes	the	
relief provided in sections 4.01 and 4.02 of Rev. Proc. 2004-49. 
Rev. Proc. 2013-30, I.R.B. 2013-36.
 TRUSTS. The taxpayer S corporation had three trust 
shareholders.	Two	of	 the	 trusts	 had	beneficiaries	 under	 the	 age	
of 21 and those trusts were not required to and did not distribute 




failure to meet the QSST rules was inadvertent and did not cause 
the termination of the Subchapter S status of the taxpayer. Ltr. Rul. 
201333002, April 19, 2013.
 SAFE HARBOR IN TEREST RATES
September 2013
 Annual Semi-annual Quarterly Monthly
Short-term
AFR 0.25 0.25 0.25 0.25
110 percent AFR 0.28 0.28 0.28 0.28
120 percent AFR 0.30 0.30 0.30 0.30
Mid-term
AFR 1.65 1.65 1.65 1.64
110 percent AFR  1.83 1.82 1.82 1.81
120 percent AFR 1.99 1.98 1.98 1.97
  Long-term
AFR 3.28 3.25 3.24 3.23
110 percent AFR  3.61 3.58 3.56 3.55
120 percent AFR  3.94 3.90 3.88 3.87
Rev. Rul. 2013-18, I.R.B. 2013-__.
 SALE OF RESIDENCE. The IRS has published information on 
the taxation of the sale of a residence. If a taxpayer sells a home at 
a	gain,	the	taxpayer	may	be	able	to	exclude	part	or	all	of	the	profit	
from taxable income. This rule generally applies if the taxpayer 
has owned and used the property as a principal residence for at 
least	two	out	of	the	five	years	before	the	date	of	sale.	Taxpayers	
normally can exclude up to $250,000 of the gain from their income 
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 Self-canceling installment notes
 Sale and gift combined.
Like-kind Exchanges
 Requirements for like-kind exchanges
 “Reverse Starker” exchanges
     What is “like-kind” for realty
 Like-kind guidelines for personal property 
    Partitioning property
    Exchanging partnership assets
Taxation of Debt
 Turnover of property to creditors
 Discharge of indebtedness
 Taxation in bankruptcy.
Second day
FARM ESTATE AND 
BuSINESS PLANNING
New Legislation 
Succession planning and the importance of
 fairness
The Liquidity Problem
Property Held in Co-ownership
 Federal estate tax treatment of joint tenancy
 Severing joint tenancies and resulting basis
 Joint tenancy and probate avoidance
 Joint tenancy ownership of personal property
 Other problems of property ownership
Federal Estate Tax
 The gross estate
 Special Use Valuation
 Family-owned business deduction recapture
 Property included in the gross estate
 Traps in use of successive life estates
 Basis calculations under uniform basis rules
 Valuing growing crops
 Claiming deductions from the gross estate
 Marital and charitable deductions
 Taxable estate
 The applicable exclusion amount
	 Unified	estate	and	gift	tax	rates
 Portability and the new regulations
 Generation-skipping transfer tax
 Importance of the Rule Against Perpetuities
Gifts
	 Reunification	of	gift	tax	and		estate	tax
 Gifts of property when debt exceeds basis 
use of the Trust
The General Partnership
 Small partnership exception
 Eligibility for Section 754 elections
Limited Partnerships
Limited Liability Companies
 Developments with passive losses
 Corporate-to-LLC conversions
 Eligibility for “small partnership” exception
 New regulations for LLC and LLP losses
Closely Held Corporations
 State anti-corporate farming restrictions
 Developing the capitalization structure
 Tax-free exchanges
 Would incorporation trigger a gift because of
  severance of land held in joint tenancy?
 “Section 1244” stock
Status of the Corporation as a Farmer
 The regular method of income taxation
 The Subchapter S method of taxation, including
  the “two-year” rule for trust ownership of
  stock
 Underpayment of wages and salaries
Financing, Estate Planning Aspects and
    Dissolution of Corporations
 Corporate stock as a major estate asset
 Valuation discounts
 Dissolution and liquidation
 Reorganization
Social Security





 Constructive receipt of income
 Deferred payment and installment payment
  arrangements for grain and livestock sales
 Using escrow accounts
 Payments from contract production
 Development in SE tax for CRP payments
 Leasing land to family entity
 Items purchased for resale
 Items raised for sale
 Crop insurance proceeds
 Weather-related livestock sales
 Sales of diseased livestock
	 Reporting	federal	disaster	assistance	benefits
 Gains and losses from commodity futures, 
  including consequences of exceeding the
  $5 million limit
Claiming Farm Deductions
 Soil and water conservation expenditures
 Fertilizer deduction election
 Depreciating farm tile lines
 Farm lease deductions
 Prepaid expenses
 Preproductive period expense provisions
 Regular depreciation, expense method
  depreciation, bonus depreciation 
 Paying rental to a spouse
 Paying wages in kind
 Section 105 plans
Sale of Property
 Income in respect of decedent
 Sale of farm residence
 Installment sale including related party rules
 Private annuity
AGRICuLTuRAL TAx SEMINARS
by Neil E. Harl
		 Join	us	for	expert	and	practical	seminars	on	the	essential	aspects	of	agricultural	tax	law.	Gain	insight	and	understanding	from	one	of	the	country’s	foremost	authorities	
on	agricultural	tax	law.		The	seminars	will	be	held	on	two	days	from	8:00	am	to	5:00	pm.	On	the	first	day,	Dr.	Harl	will	speak	about	farm	and	ranch	income	tax.	On	the	
second day, Dr. Harl will cover farm and ranch estate and business planning. Registrants may attend one or both days, with separate pricing for each combination.   Your 
registration fee includes written or electronic (PDF) comprehensive annotated seminar materials and lunch. Online registration is available at www.agrilawpress.
com.   Here are the dates and cities for the seminars later for summer and fall 2013:
September 9-10, 2013 - Honey Creek Resort, Moravia, IA; September 16-17, 2013 - Courtyard Marriott, Moorhead, MN; 
September 19-20, 2013 - Ramkota Hotel, Sioux Falls, SD; October 3-4, 2013 - Holiday Inn, Council Bluffs, IA; October 10-11, 
2013 - Holiday Inn, Rock Island, IL; November 7-8, 2013 - Hilton Garden Inn, Indianapolis, IN; November 14-15, 2013 - Parke 
Hotel, Bloomington, IL; November 18-19, 2013 - Clarion Inn, Mason City, IA; Dec. 16-17, 2013 - Alamosa, CO
 The topics include:
  
 The seminar registration fees for current subscribers	(and	for	each	one	of	multiple	registrations	from	the	same	firm)	to	the	Agricultural 
Law Digest, the Agricultural Law Manual, and Farm Estate and Business Planning are $225 (one day) and $400 (two days). The 
registration fees for nonsubscribers are $250 (one day) and $450 (two days).  
    See www.agrilawpress.com for more information and online registration.
 Contact Robert Achenbach at 360-200-5666, or e-mail Robert@agrilawpress.com for a brochure.
